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(FIJI) KEY ECONOMIC INDICATORS 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated. 
Percentage comparisons based 
on Fiji $ figures. 


Note: Exchange rates A l/ C: a7. Dp: 2a/ 
(12/76)US$1.11; (12/77)US$1.25; (year) change Estimate* 
(12/78)US$1.18. Fiji dollar (year) 
appreciated against the U.S. 

dollar by 6.2% 1977 to 1978 1976 B-A/A 1978 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 619.93 
GDP at Constant (1968) prices 224.22 
Per Capita GDP Current Prices 1060.00 
Plant & Equipment Investment ayaa. NA 
Personal Income NA NA 
Indices: (1972 = 100) 
Industrial Production iia 7 123.0 +10.653% 
Avg. Labor Productivity NA NA - 
Avg. Industrial Wage (dol/wk) 40.81 46.14 + 7.0% 
Paid Employment (000) 72.66 74.46 + 2.47% 
Avg. Unemployment Rate (3%) 11.4% 12543 + 0.7% 


MONEY AND PRICES 


Money Supply 90.62 02 41 + 3.803% 
Interest Rates (Commercial) Lending rate - maximum 10% 
Indices: (1974 = 100) 

Wholesale Price NA NA ~ 
Retail Sales 128.9 143.0 +10.93% 


BALANCE OF PAYMENTS & TRADE 


Gold & Foreign Exch. Reserves 122.67 160.12 +16 .03% -13% 
External Public Debt 90.22 Iago 9 +16.003% NA 
Annual Debt Service (Public) S25 Bie +30.83% NA 
Bal. of Payments (Current acc) -51.8 -43.7 +15.63% NA 
Balance of Trade -128.35 -142.34 -10.90% =153 52 
Exports, FOB 136.14 196.17 +44.09% 201.42 

U.S. Share 200 S.2 +62.9% 13 515 
Imports, CIF 264.49 $38.52 +27.983% 355.8 

U.S. Share 10.3 11.8 +14.56% 16.4 
Main Imports from U.S. (1978): Machinery (4.921), Manufactured goods (2.310). 
Food (1.949), Beverages and Tobacco (.610), Total (16.410) 


Asterisk (*) Provisional figures only 
(**) Revised estimates 
Sources: Bureau of Statistics, Suva 
Central Monetary Authority, Suva 


Note: It is difficult to elicit information from percentage comparisons 
due to exchange rate movements. For this reason, all figures and 
percentage comparisons are based on Fijian dollars in the report 
following. 
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SUMMARY 


The economy of Fiji performed relatively well in 1978 despite 
setbacks experienced by the main agricultural products of sugar 
and copra, caused by drought and two hurricanes. The most 
encouraging development during the year was the upturn in 
tourism, with arrivals up by 6.3 percent over 1977 figures. 

It has been only too apparent, however, that these three main 
areas on which Fiji depends for its existence are all very 
vulnerable to circumstances beyond its control. Preliminary 
data indicate that economic growth in real terms slowed to 
about 2 percent in 1978 compared with 4 percent in 1977. The 
slowdown may be attributed directly to the decline in sugar 
production and.to some extent in copra and gold production. 
Efforts undertaken by the GOF in recent years to diversify 
Fiji's economy and reduce its dependence on a few products 
only, have met with varying degrees of success. Resources 
channelled into the fishery sector have resulted in a signifi- 
cant expansion in canned fish exports which have become an 
increasing source of foreign exchange earnings. Other sectors 
included in the GOF's policy objectives include the forestry 
sector (the Pine scheme); the mining sector (the Namosi copper 
project); the off-shore oil exploration project; cocoa, paddy 
beef cattle, dairy products and ginger production. On the 
other hand, GOF assistance to the gold mine has been withdrawn 
and gold production and exports have continued to decline. 


The rate of inflation as measured by the Consumer Price Index 
(CPI) continued to decline in 1978 for the fourth successive 
year to an annual average of 6.1 percent (5 percent on a year- 
on-year basis). While employment increased marginally during 
1978 compared with 1977, unemployment still remains a major 
problem reflecting the continued sluggishness of private 
investment. 


Trade between the United States and Fiji continued to rise with 
Fiji exports to the U.S. increasing by 92 percent over 1977 
figures. By comparison, total U.S. exports to Fiji rose by 
only 17 percent. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic growth in Fiji slowed in 1978; preliminary data 
indicated that growth in real terms levelled to about 2 percent 


compared with 4 percent in 1977. The slowdown emphasizes Fiji's 
reliance on sugar as its prime export commodity. 


SUGAR 


Sugar output in 1978 fell as a result of drought by 4.3 percent 
to 346,789 metric tons. The reduced output, together with 
depressed world market prices, caused export revenue from sugar 
in 1978 to fall by 7.5 percent to an estimated F$87.7 million 
(69.5 percent of total exports). Fiji is an exporting member 
of the International Sugar Organization (ISO) and is entitled 
to export 125,000 tons raw value (Basic Export Tonnage) in the 
free market, excluding 177,826 tons raw value which are sold 

to the EEC under the sugar protocol of the Lome Convention. 
Because the prevailing price of sugar in the world market has 
been below US 11 cents a pound, Fiji's quota was reduced to 
81.5 percent of the Basic Export Tonnage. The ISO's allocation 
of a Hardship Reserve grant of an extra 25,000 tons brought 
Fiji's overall export entitlement to 304,701 tons for 1978. 

The effect of the loss of export income resulting from the ISO's 
restrictions was cushioned partly by Fiji's long-term sales 
agreements (i.e. with the EEC, Malaysia, Singapore and 

New Zealand) providing for the sale of specific quantities of 
Sugar at prices above that on the world market. Capital 
development in the sugar industry such as the sugar cane 
development scheme at Seagqaga, the expansion of mills and the 
mechanization of bulk loading facilities continued in 1978 with 
other programs aimed at increasing production, including 
drainage improvement, promotion of intensive use of ferti- 
lizers and improved cane varieties, and provision of better 
extension services. The Fiji Sugar Corporation will soon set 
up a distillery at Lautoka to produce rum and industrial 
alcohol. It is expected that there will be a saving per annum 
of F$1.5 million of imports of similar products and that it 
will create employment for 50 to 60 people. Continued 
stability in the sugar industry is assured with the recent 
ratification by farmers and millers of a new contract 

covering 1980 - 1990. It is expected that sugar production will 
exceed 400,000 tons in 1979, which, if it were not for the 
assistance of certain guaranteed price contracts and additional 
quotas, could pose a marketing problem to Fiji. Despite quota 
restrictions imposed by the ISO, Fiji supports the Agreement 

as being vital to its interests. 





COPRA 


Other traditional exports are coconut products and gold, 
neither having performed well in recent years. There has been 
a gradual decline in copra production over the past 15 years 
except for 1977 when a cyclone blew many nuts down prematurely 
and caused a temporary rise in production. Although there was 
a slight improvement in the quality of copra produced in 1978, 
Fiji was not able to meet target production of 30,000 tons 

for 1978, due in part to further cyclone damage suffered early 
in the year. Copra nevertheless retained its position as Fiji's 
second largest export commodity in 1978, with pressed coconut 
0il making up the bulk of the exports and earning F$13 million 
(10.4 percent of total exports). 


Fiji's three copra millers face difficulty in keeping the mills 
running this year because of the shortage of copra supplies 

and will reap little benefit from high prices on the inter- 
national market. The long-term future of the industry in 

Fiji would be brighter if there were coordinated replanting 
programs. More than half the existing plantations were 
developed around the turn of this century and are now 
consequently over-mature and well past an economic level of 

nut production. Of what data are available, it is obvious that 
the rate at which the area of new plantations is being 
established is lower than the rate at which existing productive 
plantations are becoming increasingly over-mature. 


GOLD 


Continued industrial unrest at the Vatukoula gold mine during 
the first half of 1978 and the lower grade of ore being mined, 
resulted in a sharp decline of gold production to an estimated 
27,000 ounces in 1978 compared with 49,000 ounces in 1977. Gold 
exports earned F$4.9 million (3.9 percent of total exports), 
slipping further down the table to become Fiji's fourth major 
export. Decline in production was partly compensated by the 
higher gold prices prevailing in 1978. With no further loan 
assistance from the GOF, the mining company now operates with 

a work force reduced by half to approximatley 800. 


FISH 


The fledgling fishing industry in Fiji has made excellent progress 
and has climbed rapidly to become the third major export earner 
(F$9 million in 1978, 7.3 percent of total exports). The 

Pacific Fishing Company (PAFCO) cannery in Levuka produced 

over 400,000 cases of canned tuna in 1978 and expects to increase 
its production by 50 percent following completion of expansion 





plans in 1979. PAFCO recently won a F$4 million contract to 
supply canned albacore tuna to British Columbia Packers of 
Vancouver.. Production may, however, be held back by stiff 
competition from other developing countries such as Malaysia, 
the Philippines, the Maldives, Maritius, the Solomons and 
India, where wages in the industry are lower than in Fiji. 


Although net foreign exchange earnings or local added value is 
estimated to be around one-third of total PAFCO export earnings, 
the local content is expected to increase substantially as the 
GOF-operated Ika Corporation increases its catch. PAFCO buys 
the bulk of its supplies of fish from Korean and Taiwanese 
boats (10,000 tons in 1978). The Ika Corporation increased 

its fleet from three to five boats in 1978 and supplied 2,700 
tons of tuna to PAFCO (a 20 percent increase from 1977 figures). 
The target for 1979 is 4,150 tons with the addition of yet 
another boat. In the six months since the fishing season began 
last October, the Ika Corporation has already almost equalled 
its entire 1978 season catch. 


Several favorable factors are likely to affect the production 
of fish in the future -- these include Fiji's eventual decla- 
ration of a 200-mile exclusive economic zone which has been 
deferred pending legislative and administrative action to 
implement the zone fully, and the implementation of a Regional 
Fisheries Agency to uphold the fisheries interests of South 
Pacific countries. Fiji will also be negotiating with 

New Zealand for an agreement to catch albacore tuna within the 
New Zealand 200-mile economic zone. 


TIMBER 


The timber industry has the potential to become Fiji's major 
export earner. A significant influx of orders from the United 
States, China, and Europe for Fiji hardwoods has provided great 
incentive to the industry. Log production increased from 
164,540 cubic meters in 1977 to 181,378 cubic meters in 1978. 
Fiji's present policy on native hardwoods is to increase logging 
over the next decade and then reduce it to a sustainable level. 
Since Fiji's forests have an annual volume increment of more 
than 300,000 cubic meters, it is clear that the country has a 
significant underutilized natural forest resource. 


Some 60 percent of the forest area has been let out in concessions, 
but none of them are being worked to capacity. Veneer, plywood 
and blockwood production have been developed in recent years. 
Government protection given to the industry has restricted imports 
of these products to a great extent. Plantations comprise some 
10,000 hectares of hardwoods (principally mahogany) established 





between 1950 and 1970, and 30,000 hectares of pines planted 
almost entirely since 1960 and currently being extended at a 
rate of 4,000 hectares per year under the Fiji Pine Commission. 
The Commission aims to establish 75,000 hectares of pine by 
1988; some 5,000 hectares will then be cut and regenerated 
annually, but a start will be made as early as 1981. 


Consideration is being given to pulpwood production leading 

to chip production and large-scale sawmilling. At present, 
however, the market for pulp logs and for wood chips holds few 
attractions and it has been suggested that alternative production 
options might include veneer (for export to e.g. Singapore), 
panel products and increased exports of native hardwoods 
(released by substitution of pine in the domestic market). 


OTHER AGRICULTURE 


The agricultural sector offers great potential for increasing 
export earnings, absorbing employment and providing import 
substitution commodities, but are lacking required support 
services; i.e. marketing organization, storage and transport 
and intensification of extension services. Of the products 
that were hoped would develop the diversification of 
nontraditional exports, only ginger has shown encouraging 
results. 


The international demand for ginger in 1977 gave Fiji growers 
their best year ever, and they were encouraged to increase 
growth to about 235 acres from which a record crop of over 
2,000 tons was harvested. However, they now face stiff 
competition from Hawaiian and Central American supplies on 

the world market. All Fiji ginger is exported green, although 
at least two companies are preparing to process it locally 

in 1979. 


Both cocoa and coffee have been grown in Fiji for over a century, 
but production has been negligible until recently. The world 
prices of these commodities, together with the introduction of 
crop varieties resistant to the diseases prevalent in Fiji, 

have encouraged a revival in production. Current annual 
production of cocoa beans is estimated to be 100 tons. The 
price for well-fermented, dry cocoa beans recently rose to 
F$1,900 per ton and is seen as an incentive to the struggling 
industry. The only commercial coffee growing project of any 
note has begun only very recently with the planting of 40 acres, 
with plans to extend to 200 acres. The project is aimed at 
yielding a substitute local coffee to replace imports that cost 
F$426,000 in 1977. 





The lack of incentives and coordinated agricultural policies 

to meet the growing demand for food in particular has caused 
food imports to increase from 10 percent to 20 percent during 
the past decade. The rising per capita income may also have 
induced an effect toward accelerating demand on imported food 
items. Production of rice declined by 10 percent to 18,000 

tons in 1977 and a further decline to 16,000 tons was expected 
in 1978. This is sufficient to meet only about half of domestic 
rice consumption. 


Local beef farmers last year succeeded in producing 60 percent 

of Fiji's beef requirements. The national slaughter figure for 
1978 was 12,032 compared with 10,592 in 1977. Every effort is 
being made to boost beef production but present projections show 
that it will be 1990 until Fiji is self-sufficient in beef, 
depending, of course,on the per capita consumption of beef 
remaining steady. Self-sufficiency in pork was achieved last 
years, and the GOF has restricted the import of pork to processed 
items only. This situation applies also in the poultry 

(chicken) industry. 


The agricultural sector in Fiji continues to be dominated by 
small holdings using family labor to grow a variety of crops 
on 5 to 10 acres. Mechanization of agriculture is low and 
likely to remain so. 


MANUFACTURING 


Manufacturing accounts for about 10 percent of GDP and consists 
mainly of processing agricultural products and manufacturing 
light consumer goods. The index of manufacturing production, 
excluding sugar, increased by 6 percent in 1977. The accelera- 
tion in the rate of growth stemmed from increased domestic 
demand and a rise in the production of copra and hence coconut 
0il for exports. The major industries in which production 
increased were coconut oil, cement, paint, matches and 
electricity. With the exception of coconut oil, production in 
most of these industries is estimated to have increased in 1978. 


Incentives offered to local and foreign entrepreneurs investing 
in manufacturing industries include tax and tariff concessions, 
and the establishment of industrial estates. Approved enter- 
prises are exempt from company income taxes during the first five 
years of their operation; enterprises not entitled to such 
exemption may deduct annually one-fifth of their investment in 
buildings, plant, and machinery from their income tax obligation 





over a period of five years. In addition, imports of machinery 
and raw materials by approved enterprises are wholly or 
partially exempt from import duties. The establishment of 
industrial estates is a relatively new promotional measure 

whose objective is to provide production and marketing services 
at a designated site. The establishment of an export processing 
zone with more liberal tax and tariff benefits is also under 
consideration. 


ENERGY 


During 1978, oil and mineral prospects looked more promising 
following findings of geological features in Bligh Water 
(north of the main island of Viti Levu). There was also reported 
geothermal energy locked below Viti Levu which could be used 
for generating electricity to power schemes such as the 
proposed Namosi copper mine. Exploration for copper at Namosi 
reached an advanced stage during the year and continues into 
1979. A decision on the viability of the mine is expected to 
be made by the four joint venture partners in September 1979. 
Total expenditure on the project has reached F$10.5 million 
over the last 10 years. 


TOURISM 
The most encouraging feature of Fiji's economy in 1978 was the 


upturn in tourism -- next to sugar, the most important industry 
in Fiji. Tourist earnings in 1978 have been provisionally 


estimated at F$90 million (compared with F$80 million in 1977) 
and are forecast at F$100 million in 1979. Fiji received 

184,000 visitors last year making 1978 second only to the peak 
season in 1973 when more than 186,000 people visited the country. 


The GOF is giving priority to the promotion of tourism and 
promotional grants from the government budget to the Fiji 
Visitors' Bureau increased by 50 percent in 1978. Given the 
current and anticipated growth of tourism and the expectation 
of a shortage of hotel accommoda&ions in the early 1980's, 

the country may witness a growing interest in hotel development. 
Construction was resumed by a U.S. company in 1978 ona 
250-room hotel abandoned four years ago by Australian 
developers. 


TRADE PICTURE 
Fiji's foreign trade is characterized by substantial deficits on 


merchandise account, the country's underlying weakness being 
its dependence on imported oil and food, a small industrial base 





and a narrow domestic market. Imports of goods and services 
have hovered around 60 to 65 percent of total supply in recent 
years, indicating Fiji's heavy reliance on external resources. 
The deficit on trade account is largely offset by substantial 
surplus on services account mainly be earnings from tourism. 


Total exports for 1978 have been provisionally estimated at 
F$170.7 million and total imports at F$300.8 million. The 
figures represent increases of 3.9 percent and 7.1 percent 
respectively over those of 1977. The greater rise in imports 
relative to exports resulted in a widening of the visible trade 
deficit by F$12.0 million to F$130.1 million. The fall in 
sugar earnings was an important factor in contributing to poor 
export performance. Exports of other products rose by 1.5 percent 
to F$126.3 million. On the import side, almost all items 
registered increases. Food imports constituted 20 percent of 
total imports with cereals such as wheat and rice making up 

the bulk. 


INFLATION 


The rate of inflation as measured by the Consumer Price Index 
(CPI) continued to decline in 1978 for the fourth consecutive 
year. It declined from an annual average 14.4 percent in 1974 
to 7 percent in 1977 and 6.1 percent in 1978. On a year-on- 
year basis in December 1978, the CPI was only 5 percent. The 
factors affecting the favorable trend in prices were moderate 
increases in food prices, stability in rents and moderation in 
wage increases. 


While employment increased marginally during 1978 compared with 
1977, unemployment still remains a major problem. According 

to Fiji's Minister for Economic Planning, 210,000 new jobs will 
be needed for the present under-19 population of 

Fiji in the next 22 years -- an average of almost 10,000 per 
year. 


The rate of increase in nominal hourly wages was 7 percent 

in 1978 compared with 10 percent in 1977 and 12 percent in 
1976. Wage settlements under the Tripartite Agreements have 
resulted in some moderation in wage awards and have in general 
led to improvements in industrial relations during the past two 
years. 


INVESTMENT 


Total investment in Fiji has remained constant at 21 percent 
of the GDP although consumption in real terms has been 
increasing in the past two years. The sluggishness in private 





investment in 1977 and early 1978 was eased to some extent 

by the stimulating fiscal policies in 1978. Spurred by loans 
from the Fiji National Provident Fund and the Housing Authority, 
and accelerated depreciation allowances, investment in home 
building and other construction brightened the private invest- 
ment climate. 


Public investment in projects such as the F$80 million Monosavu 
hydroelectricity project has yet to gather momentum to have 

a real impact on the economy in terms of employment and income. 
The 1979 budget, passed in Parliament in November 1978, provides 
for significant increases in capital expenditure (50 percent 
over 1978 budget allocations and 38 percent of total proposed 
expenditure), including transfers to statutory corporations 
mainly for infrastructure type of development. There is a 
slowdown in the rate of growth in social expenditure while 
expenditure in defense is expected to grow from F$3.0 million 
budgeted in 1978 to F$8.1 million in the 1979 budget. This 
large growth is mainly on account of the Fiji peace keeping 
force in Lebanon, but it will be recovered in due course from 
the United Nations. 


IMPLICATIONS FOR THE UNITED STATES 


Fiji's economy seems poised for an upturn in 1979. While it is 
too early to predict a definite turn around in economic activity, 
these major positive factors permit cautious optimism -- high 
hotel occupancy rates and the recent upturn in tourist traffic; 

a revival in the building and construction trade; the generation 
of jobs and income by such public works as the Monosavu hydro- 
electric project; the excellent sugar cane crop forecast for 
1979. The pace of the upturn, however, will depend on the 
extent to which private and public investment plans are 
implemented. 


U.S. investment in and trade with Fiji continued to increase in 
1978. Investment continues to be centered on tourism develop- 
ments, land holdings and mineral prospecting. OPIC insurance 
and other services are available to American investors. 


Generally speaking, there is little distinction between the 
form and conduct of a foreign-owned business and one which is 
locally owned. Essentially the restrictions or conditions of 
investment are designed to ensure that the investment is desir- 
able for Fiji in-terms of its development, existing resources 
and investment. The form in which the investment is made is 





also controlled. The Government is encouraging overseas investment 
to process agricultural products and to develop mineral 

resources and is prepared to negotiate long-term agreements 

on projects of this nature. 


Fiji's major trading partners continue to be Australia, Japan 
and New Zealand. One reason for the relative rigidity in 
trade patterns has been the traditional ties existing between 
importers in Fiji and exporters in Australia and New Zealand. 
The exchange rate of the Fiji dollar has continued to be 
pegged to a basket of currencies of major trading partners. 
The basket arrangement, which was introduced in April 1975, 
has enabled the authorities to maintain a certain degree of 
stability in the exchange rate of the Fiji dollar against the 
currency of trading partners. The depreciation of the U.S. 
dollar, Australian dollar and New Zealand dollar vis-a-vis 

the Fiji dollar during the year resulted in Fiji importers 
getting a slightly better rate of exchange. On a year-on-year 
basis the Fiji dollar gained 6.2 percent against the U.S. dollar. 


This exchange rate in Fiji's favor has had an effect in 
stimulating interest in U.S. goods. Growing personal 
representation by U.S. business people and the cheaper air 
fares encouraging Fiji business people to visit the United 
States are also factors contributing to the growing trade 
between Fiji and the United States. The most likely 

areas of opportunity for U.S. goods continue to be headed 
by machinery for the mining, forestry and construction 
sectors. Consumer goods and foodstuffs, particularly 
sporting equipment, catering equipment, processed foods 
and clothing find a keen market. 


Fiji, with political stability, planned economic growth and 
a geographically central position in the South pacific, has 
the potential to be one of the more important areas in the 
region for U.S. exports. 


* U. S, GOVERNMENT PRINTING OFFICE : 1979--281-058/160 





